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Persons who and permanently affix tangible per
act as construction contractors. See 86 II1.
a dL.)

January 4, 1999

Dear M. XXXXX:

sonal property to real estate
Adm Code 130. 1940.

This letter is in response to your letter dated OCctober
nature of your letter and the information you have provided
respond with a CGeneral Information Letter which is designed to provide general

information, is not a statenent of Departnent policy and is not

Departnent. See 86 IIl. Adm Code 1200.120(b) and (c), encl osed.

In your letter, you have stated and nmade inquiry as follows:

(This is
12, 1998. The
require that we

bi nding on the

Qur business builds |aboratories and we anticipate building one in
clTy. W need to find out if sales tax is applicable on a research
and devel opnent |[ab which would be in CITY. The existing building was

apparently used for a |lab by the previous occupant.

The occupant

al ready renoved nost all of the furnishings and wants to start

with a newfacility.

Qur portion of the job would consist of ins

contractor selected by the owner. W also would be

electric receptacles as part of our casework,

connected by an electric contractor from the area.
nothing to do with any structural changes in the building,

installation of furnishings.

For work of this type, does sales tax apply

pur pose?

Pl ease respond as soon as possible, the owner
j ob done quickly so they can get to work, also.

tallation of

? If so, at
centage? |If it does apply, are we required to collect the tax?
necessary for us to register with the State of

has

over

| aboratory
casework and countertops. W would install some sinks as part
contract, but the connection of those sinks is left to the plunbing

of

what

our

installing sone
but they also nust
W would have
only the

be

per

Is it

Illinois for

would like to get

t hat

this

Persons who take tangi bl e personal property and permanently affix it to real
estate act as construction contractors. See the enclosed copy of
Code 130. 1940. Generally, tangible personal property that

incorporated into real estate is considered an

i mpr ovenent

is
to

86

1. Adm

per manent |y

r eal

estate.
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Construction contractors incur Use Tax and local Retailers' Cccupation Tax
reimbursenment liabilities, payable to their suppliers, based upon their cost
price of itens which they purchase for subsequent incorporation into real estate.
See the enclosed copy of 86 Ill. Adm Code 130.2075. |If construction contractors
pay their suppliers the appropriate Use Tax and local Retailers' Cccupation Tax
rate for their suppliers’' Jlocation, then construction contractors incur no
further liability. If such materials are purchased w thout paying tax, such as
from unregi stered out-of-State suppliers, the purchasing contractors mnust self-
assess and pay the Use Tax directly to the Departnent.

Taxpayers who have paid sales tax on tangible personal property that was
properly due to another State will be allowed a credit against their Illinois Use
Tax liability if they can denonstrate through docunentation in their records that
the tax was actually paid. This is because the Illinois Use Tax Act provides
that in order to prevent actual or likely nultistate taxation, the Use Tax does
not apply to the use of tangible personal property in this State of tangible
personal property that is acquired outside this State and caused to be brought
into this State by a person who has already paid a tax in another State in
respect to the sale, purchase, or use of that property, to the extent of the
amount of the tax properly due and paid in the other State, 35 ILCS 105/ 3-55(d).
See 86 IIl. Adm Code 150.310(a)(3), enclosed. This credit is only for the
anount of tax properly due and paid to the other State, and taxpayers remain
liable for any difference between the tax already properly paid and that due
under the Illinois Use Tax Act.

When billing construction contract jobs, contractors are prohibited from
charging their custonmers an anmount designated as "tax" because the construction
contractors bear the legal incidence of the tax. The | egal incidence does not

fall upon the customers because the custonmers are not buying tangi ble personal
property from contractors when they enter into contracts for inprovenents to real
est at e. Contractors may, however, contract for customers to reinburse them for
an amount equal to the tax.

If contractors also nmake "over-the-counter" sales of itens that the
contractors are not permanently attaching to real estate, such contractors act as
retailers and nust remt Retailers' Cccupation Tax on such transactions as
descri bed above. See 86 Ill. Adm Code 130.1940(b).

An exception is provided for construction contractors for the inprovenent of
real estate consisting of engineering, installation, and naintenance of voice,
data, video, security, and all teleconmmunications systens. These contracts do
not constitute engaging in a business of selling tangible personal property at
retail within the neaning of the Retailers' COCccupation Tax Act if they are sold
at one specified contract price. See 35 ILCS 120/ 1. In those instances, the
contractors owe Use Tax on their cost price of the tangible personal property
that is transferred.

I hope this information is hel pful. If you have further questions related
to the Illinois sales tax laws, please contact the Departnent's Taxpayer
Information Division at (217) 782-3336.
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If you are not under audit and you wish to obtain a binding Private Letter
Rul i ng regardi ng your factual situation, please submt all of the information set
out initens 1 through 8 of the enclosed copy of Section 1200.110(b).

Very truly yours,

Martha P. Mte
Associ at e Counsel

MPM s k
Encl .



